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86-1 .59  Cap i ta l  expense re imbursement  fo r  DRG case based r a t e s  o f  payment. 

C a p i t a l  expense s h a l ln o ti n c l u d ec a p i t a le x p e n s ea l l o c a t e dt o  exempt u n i t s  

anddesignated AIDS c e n t e r s .  

( a )  The a l l o w a b l ec o s t so f  f i x e d  c a p i t a l  ( i n c l u d i n g  but n o t  l i m i t e d  t o  

d e p r e c i a t i o n ,  r e n t a l s  a n d  i n t e r e s t  on c a p i t a l  d e b t  o r ,  f o r  h o s p i t a l s  f i n a n c e d  

p u r s u a n t  t o  A r t i c l e  28-8 o f  t h e  P u b l i c  H e a l t h  Law, a m o r t i z a t i o n  i n  l i e u  o f  

dep rec ia t i on ,andin te res tando the rapprovedexpensesassoc ia tedw i thbo th  

f i x e d  c a p i t a l  and major movable equipment)  and major movable equipment shal l ,  

w i th  t h ee x c e p t i o nn o t e di ns u b d i v i s i o n( c )  o f  t h i ss e c t i o n ,b er e i m b u r s e d  

based o nb u d g e t e dd a t aa n ds h a l lb er e c o n c i l e dt ot o t a la c t u a le x p e n s ef o r  

he r a t e  y e a r  and s h a l l  be determinedandcomputed i n  accordance wi th t h e  

q -iprovisions of  sect ions 86-1.23. 86-1.24. 86-1.29. 86-1.30 and 86-1.32 of  th is 

ua'qa subpart I no r d e rf o rb u d g e t e de x p e n s e st ob er e c o n c i l e dt oa c t u a l :2 z  

>2 -= (1) Ratesofpaymentfo r  a g e n e r a lh o s p i t a ls h a l lb ea d j u s t e dt or e f l e c t  

2	2 t h ed o l l a rd i f f e r e n c e  b e t w e e nb u d g e t e dc a p i t a lr e l a t e di n p a t i e n te x p e n s e s  
L f 

i n c l u d e di nt h ec o m p u t a t i o no fr a t e so fp a y m e n tf o r  a p r i o r  r a t e  p e r i o d  

a n da c t u a lc a p i t a lr e l a t e di n p a t i e n te x p e n s e sf o rt h e  same p r i o r  r a t e  

p e r i o d .  

z 

I
v) 	 ( 2 )  T h i s  amount s h a l lb ea d j u s t e dt or e f l e c ti n c r e a s e so rd e c r e a s e si n  

volume f o r  t h e  same r a t ep e r i o d .  

+* 	 (7; (3)  C a p i t a lr e l a t e di n p a t i e n te x p e n s e si n c l u d e di nt h ec o m p u t a t i o no f  

payment ra tesbased on b u d g e ts h a l ln o tb ei n c l u d e di nt h ec o m p u t a t i o no f  
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a volume adjustment as described i n  paragraph (a) o f  section 86-1.64 o f  

this Subpart. 


( 4 )  Prospective adjustments shall not be carried forward except for 

those adjustments authorizedin paragraph (a) o f  section 86-1.64 of this 

Subpart. 

(b) General hospitals shall submit a schedule of anticipated inpatient 


capital related expenses for the forthcoming
year to the commissioner at 

least 120 days prior to the beginning of the rateyear. 


(c) [For hospitals whose average budgeted capital expensein 1984, 1985 

and 1986 exceeded 110 percent of average actual allowable capital expense 

a for thoseyears, the commissionershall use themost recently available 
= % cn 
e - certified cost report datafor purposes of effecting capital cost 

* I 

L l  - reimbursement pursuant tothis section.] For hospitals whose budgeted 

a 7 capital expenses for the rate current rate year
- 9> 
year two Years prior to the 

a + 
f2y exceeded actual capital expenses for that same rate year. capital cost- a  

rr; 

e> 
'G 

reimbursement shall be determined by multiplying rate year budgeted data by 

cL s)the result of dividing actual capital expenses for the rate(3 year two years 

for that samej,qprior to the current rate Year by the budgeted capital expenses 

rate Year andshall be reconciledto total actualexpense for the rate Year. 

C D !  

o z  (d) The following principlesshall apply to budgets for inpatient 
Capital-related expenses:'cnI-

W 
(1) The basis for determining Capital-related inpatient expensesshall 

* 
I y be the lesser of actual cost or the final amount specifically approved for 
I Q 

k - c n  construction o f  the asset.capital 
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(2) Any Capital-related inpatient expense generated by a capital 


expenditure which requires or required approval pursuant to article28 o f  

the Public Health Law, must have received such approval for the 


Capital-related expense to be included in the rate calculation. 
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( 4 )  Any Capital-related expense generated by a capital expenditure
acquired or placed in use during a rate year shall be carried forward t o  
the subsequent rate year, provided all required approvals have been 
obtained. In instances where such approvals have been obtained or where 
approval is not required and such assets are acquired or placed i n  use 
during a rate year, the budget may include estimates for Capital-related 
expenses relating to these assets. 

(e) Allocation o f  budgeted capital costs. In each rate year budgeted
capital costs shall be allocated toexempt and non-exempt units and tothe 
Medicare program, to DRG case payment rates, and to payments for trans
patients (other than patients assignedto the transfer DRG's)  and short-stay
patients as follows: 

(1)  Allocation to exempt units andto Medicare withinexempt units. 
Budgeted capital costs shall beallocated to exemptunits based on reported
11986, 1987, and 19883 exemptunit costs and statistics for [rate years
1988, 1989and 1990, respectively] the Year two yearsprior to the rate 
year. The Medicare share of  exempt unit capital costs shall be based on 
budgeted Medicare exempt unit days for the rateyear (reconciled to actual 

rate year days) and the exempt unit's average budgeted capital cost per

day, calculated using total budgeteddays for the exempt
unit. Exempt unit 

budgeted capital costs shall be reconciled to actual exemptunit capital 

costs in the rate year after thesedata are available. 


(2) allocation to non-exemptunits and tonon-Medicare DRG case payment 
rates within non-exempt units and hospitals. The balance o f  budgeted
capital costs,after allocation to exempt units, shall be allocated to 
non-exempt units. The non-Medicare share of budgeted capital costs in both 
non-exempt units and non-exempthospitals shall be basedon budgeted
non-Medicare non-exempt unitdays for the rate year (which, for purposes 
o f  this paragraph only, shall exclude short stay and 
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transferred-out patient days and which shall be reconciled to actual rate year
days) and the non-exempt hospital's average budgeted capital cost per day
calculated using total non-exempt budgeted days. Budgeted capital costs shall 
be reconciled to actual capital costs for the non-exempt hospital in the rate 
year after these dataare availablebased upon the non-Medicare share of capital 

costs derived by subtracting Medicare capital costs from total capital costs. 

Medicare capital costs shall be determined by applying the relationship of 

Medicare ancillary chargesto total ancillary times total inpatient ancillary

capital costs. Total Medicare capital shall be these ancillary costs added to 

the routine portion of Medicareinpatient capital, adjusted for secondary 

payors. 


(3) Allocation to payments for transfer patients and short-stay patients. 6 ' 

Budgeted capital costs shall be allocated to payments for transferred patients
and short-stay patientsbased on estimated non-exempt unit non-Medicare days
reconciled to actual rate year days. 

( f )  Payment for budgeted allocated capital costs. 

(1) Capital per diems for exempt units and hospitals shall be calculated by ' \  

dividing the allocated non-Medicarecapital costs identified in paragraph

(e)(l) of this section
by 1985 exempt unit days, reconciled to rate year days

and actual rate yearexempt unit or hospital approved capital expense. 


i

(2)Capital paymentsfor DRG case-based rates shallbe determined by dividing .*the budgeted capital allocated to such rates by the hospital's most recently
available annual non-Medicare, non-exemptunit discharges, reconciled to rate 


, ,  year discharges and actual rate year non-exempt unit or hospital-approved
capital expense. 

(3) Capital payments for transferred and short stay patients shall be the 

non-exempt hospital's average budgeted capital cost per day determined pursuant 

to paragraphs (2) and (3) of subdivision (e) of this section. 


-approvaI Date AUG 11991 

? : .  

Supersedes TN I Effective Date,- JAN 0 1 1988 
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on
86-1.60Billing provisions and limitations changesin case mix. 

(a) Billingprovisions. Forpurposesofinitialbillingof 

governmental payorsonly, hospitals may bill upon admission of the 

patient, subject to the provisions of this section, provided,

however, that the hospital submits a final bill for the patient

whose DRG assignment and final payment will be determined in 

accordancewiththeprovisions of thisSubpart. Allinitial 

paymentsmadebaseduponadmissionofthepatientwillbe 

reconciled on discharge. Furthermore, adjustments shall be made on 

a quarterly basis, including any
adjustments to ratesof payment

made pursuant to the provisions of subdivision
(b)of this section. 


(1) For purposes of billing upon admission for the first 

quarter of 1988, an initial admission payment shall
be determined 

as specified in paragraphs
(a)(11, (21, ( 4 )  section 86-1.52of this 
Subpart, except that the operating cost component specified in 
section 86-1.52 (a)(1) shall be determined based upona hospital
specific case mix index (CMI) developed forgovernmental payors 


rates
using the data used to calculate initial 1988 of payment. 


(2) For purposes of billing upon admission for each quarter

subsequent to the first quarter of 1988, an adjustment to the 

hospital's CMI shall be made based upon the allowable aggregate

statewide increase in the hospital's asCMI,
determined pursuant to 

subdivision (b) of this section, for the previous quarter. 


(b) Limitations on changes in case mix. 
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The maximum allowable increase shall be applied to adjustof rates 

payment for the periods commencing January
1, 1990 and thereafter, 

using the following methodology: 


(a) A reported non-Medicare statewide increase in case mix index 
shall be determined by dividing the statewide rate year casemix 
index determined pursuant to paragraph(4) of subdivision (b) of 
section 86-1.75 bythestatewidebaseyearcasemixindex 
determined pursuant to paragraph( 2 )  of subdivision (b)of section 
86-1.75 and subtracting one from the result. 

(b) An estimated real non-Medicare statewide increase in case mix 
index shall be determined by dividing the estimated realyear rate 

case mix index determined pursuant to paragraph
( 6 )  of subdivision 
(b) of section 86-1.75 by the estimated real statewide baseyear 

case mix index determined pursuant
to paragraph ( 6 )  of subdivision 
(b) of section86-1.75 and subtracting one from the result. 
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-- 
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---__..real Ron-Medicare statewide increasei n  case mix  index determined 

-al lowable increase in  the  non-Medicare statewide case m i x  index,  the case-----_-----
m i x-adjustment percentage shall be determined as f o l l o w s-I-
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(1 )  the s ta tewide  maximum differencedeterminedpursuant to ::ailse 

i d !  of ch is  subparagraph shall be divided by the change estimated to 

be attrubutable to changes in coding practice f o r  those facilities 

whose adjustmetn i s  greater than zero t o  arrive a!: a percentage 

reduction, 

( 2 )  The case mix increasees t imatedto  be a t t r i b u t a b l et oc h a n g e s  

incodingpract icesdeterminedpursuanttosubdivis ion;e)  of s e c t i o n  

8 6 - 1 . 7 5  for  t h e s ef a c i l i t i e s  whose adjustment i s  grea te rthanzero  

s h a l l  be mul t ip l i ed  by oneminus thepercentagereduct iondetermined 

pursuanttosubclause  (1) of t h i s  c l ause .  . 

( 3 )  The case mix adjustmentpercentage shall be as determined by 

subclause  (2) of t h i s  c lause  for t h o s ef a c i l i t i e s  whose case  mix 

increasees t imated  t o  be a t t r i b u t a b l e  t o  changes incod ingprac t i ce  

determinedpursuant t o  s u b d i v i s i o n( e )  of Sec t ion  86-1.75 i s  g r e a t e r  

thanzero  or  zeropercent  for a l l  o t h e r  f a c i l i t i e s .  

(9)If thereportednon-medicarestatewideincreaseincase mix index 

determinedpursuant t o  c lause  ( a )  of th i ssubparagraph  i s  g r e a t e rt h a n  

the  maximum al lowableincrease i n  thenon-medicarestatewidecase mix  

index as i den t i f i ed  in  pa rag raph  (1)of t h i s  s u b d i v i s i o n  and t h e  estimated 

realnon-medicarecumulativecase mix increasedeterminedpursuant  to 

c l a u s e  (b) of th issubparagraph  i s  g rea t e rthanthe  maximum a l lowable  

inc rease  i n  thenon-medicarestatewidecasenixindex,thecase m i x  

adjus tmentpercentagesha l l  be determinedas follows: 

[(l) anadjustmentpercentage sha l l  bedetermined by s u b t r a c t i n g  

t h e  r e s u l t  of d iv id ingthed i f f e rence  between t h ee s t i m a t e dr e a l  

s t a t e w i d ei n c r e a s e  i n  case mix indexdeterminedpursuant t o  



-- 
--- 

-- 

-- 
--- 
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clause (b) of this subparagraph and the maximum allowable increase
in 

mix
the non-Medicare statewide average case as identified in paragraph

(1) of this subdivision by the estimated real statewideincrease in 
case mix index determined pursuant to clause of this subparagraph
from one. 

( 2 )  the adjustment percentage determined pursuantto subclause ii! 

of this clause shall be multiplied
by the adjusted real non-Medlcare 

case mix increase determined pursuant to subdivision of section 

86-1.75. 


( 3 )  the results of subclause( 2 )  of this clause shall be addedt o  
the case mix increase estimated to
be attributable to changes in coding

practices determined pursuant to subdivision
(e) of section 86-1.75 
to determine the case mix adjustment percentage.] 

(1) The reported rate year case mix index for each hospital
determined pursuant to paragraph( 3 )  of subdivision of section86-1.75, shall be multipliedby one minus the case mix increase 
estimated to be attributable to changes in coding practices determined 

pursuant to subdivision
(e) of section 86-1.75to determine---.- the revised 
rate year real case mix index. 

1 2 )  A rate year adjusted revisedreal. case mix index for each 
facility shall be determinedby multiplying the resultof one plus the 
maximum allowable increasein the non-Medicare statewickaverage---_
-reported case.mixasidentifiedinparagraph1of subdivision (51
of this section divided by one plus the estimated real non-Medicare ’-
statewide increasein case mix index determined pursuant
to clause ( b  
of this subparagraph,by the revisedreal rate yearcasemix index fa;
each facility,as determined pursuantt o  subclause (1)of this clause. 

( 3 )  The case mix adjustment percentage shall be the resultof m e  
minus the result of dividing the rate year -.-----adjusted
r e a l  case revised 
mix index f o r  each facility, determined pursuant to subclause( 2 i  o fdeterminedpursuanttosubclause
this clause,  by t h e  reported rate year case mix index for eachhospital
determined pursuant to paragraph( 3 )  of subdivision of section-
86-1.75, 


< 
h 


I 


